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1. EXECUTIVE SUMMARY 


The Canadian Environmental Advisory Council (CEAC) met in January, 1986 to 
discuss the emerging environmental issues associated with the planned 
bilateral freer trade talks with the United States and the next round of 
multilateral trade negotiations under the General Agreement on Tariffs and 
Trade (GATT). The Council's interest in both rounds of trade negotiations 
grows from the fact that economic performance and environmental quality are 
closely linked, and the realization that the natural environment is the 
base upon which all economies are built. . 


Differences in national value systems was noted as one of the key 
underlying factors in trade negotiations. They are reflected in different 


approaches to stewardship of environmental quality, and if not understood, 
the differences can be a disrupting influence on trade negotiations. 


CEAC's preliminary discussions were wide ranging, but concluded that at 
least three principles relating to the environment should remain inviolate | 
in trade talks: , 

1. Canada's ability to manage renewable and non-renewable resource uSe; 

2. Canada's ability to control pollution and waste disposal; and 

3. Canada's ability to protect natural ecosystems. 

The above principles are not unique to the Canadian experience, but are of 
universal application. Their implementation should be beneficial to all 
countries. 

Six major direct effects of freer trade on environmental protection and 
resource management in Canada have been identified. The three principles 
stated above apply to each of the effects either singly or in combination. 
CEAC concludes that none of the potential effects are inevitable and al] 
are controllable. The direct effects include: 


1. necessary environmental regulation and enforcement, subsidies and tax 
incentives, may be regarded as non-tariff barriers; 


2. opportunities to develop uniform standards, testing and approvals; 


3. pressures to reduce costs by lowering environmental requirements in the 
absence of uniform standards; 


4. foreclosure of options to sustain renewable resources in perpetuity; 
5. a possible diminution of corporate citizenship; and 


6. the potential for water export discussions prior to the development of 
a National Water Policy. 
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A number of follow-up activities nave been suggested by CEAC as an initial 
list of necessary actions. These include: a need for public consultation 
and education on the environmental implications of freer trade negotia- 
tions; the requirement for comparative data on environmental standards and 
regulations in Canada, the United States, and ideally the European Economic 
Community and NATO; the creation of an expanded set of environmental 
principles for use as a guide by the negotiating teams; the provision to 
Canadian negotiators of a list of environmental non-negotiables; a 
commitment by the federal government to discuss the environmental aspects 
of freer trade with the Canadian Council of Resource and Environment 
Ministers; and discussion of the topic, initiated by CEAC, at the 1986 
Assembly of Environment Councils of Canada. 


Mr. Tom Beck, Chairman of CEAC, commented at the conclusion of the 
preliminary review that there is a rapidly growing interest in the 
environmental effects of freer trade, and as a result there is an immediate 
need for study and research to ensure informed public opinion. 


For more information contact the Chairman or executive members through the 
Ottawa office of CEAC, telephone number: (819) 997-2395. 


2. INTRODUCTION 


The Canadian Government is beginning to negotiate freer trade with 
the United States, as well as preparing for the next round of multilateral 
trade negotiations under the General Agreement on Tariffs and Trade 
(GATT). The Canada-USA bilateral initiative is already under active review 
as interested parties seek to determine the advantages and disadvantages of 
Forging closer economic links between the United States and Canada. 


There. has been a. growing appreciation in recent years of the 
linkages between economic performance and environmental quality, leading to 
the realization that the natural environment is the base upon which al] 
economies are built. "Trade" and “economic links", therefore, will 
inevitably affect the environment. The Canadian Environmental Advisory 
Council (CEAC) wished to gain a better understanding of trade-environment 
relationships, and so convened a meeting to discuss and review the 
subject. This statement is a summary of the findings of that meeting. 


3. PREAMBLE 


The freer trade negotiations with the United States appear to be 
directed toward the further enhancement of a continental economic system in 
North America north of the Rio Grande; a system which exists within the 
larger international trade and economic framework established through GATT. 


The environment, too, is a continental system - in fact, a global 
system. Although the continental context provides some cause for optimism 
for the Canadian economy -- and for the Canadian environment -- there is 
also cause for concern. In the economic sector, concern has been expressed 
over the effect on several industries including textiles, clothing, lumber, 
petrochemicals, pharmaceuticals and furniture. Canadian cultural concerns 
have been expressed, in general, for the Canadian "way of life"; and for 
specifics such as Canadian textbooks and educational materials. From an 
environmental perspective, one example should suffice: the penalty being 
suffered by the eastern Canadian environment from a type of unplanned 
continentalism in the form of acid rain, one half of which originates in 
the U.S. Mid-West. 


Concerns about continental freer trade have been expressed in many 
areas. The MacDonald Commission summarized this state of Canadian 
ambivalence very well, to which we have added "environmental" to make the 
Statement more complete: 


" ..we Canadians must also recognize that traditionally, we have been 
preoccupied as much with the political, cultural, (environmental) and 
social implications that could result from continental free trade as 
with its potential effect on our economy. The former concerns are 
legitimate and important, and obviously, they must be addressed in any 
serious and responsible evaluation of the bilateral free trade option. 
This task, however, is unusually difficult because the issues involved 
relate to intangibles, and because they raise questions of value. In 
matters of this kind, unambiguous cause-and-effect relationships are 
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hard to establish and sometimes impossible to verify. Political, 
cultural, (environmental) and social changes, even when they are 
profound, often develop only gradually, and at first they may pass 
unnoticed. They can be as difficult to define as they are awkward to 
measure. Certainly their scope and character are difficult to gauge in 
advance." 


There is little doubt that Canadians will rank environmental 
concerns at least equally with political, cultural, and social concerns 
when considering the freer trade option. Canadians value their environment 
because their economic well-being is dependent on it, and because of many 
other important, often intangible but deeply-felt reasons. Even in the 
recent period of economic stress, polls show that most Canadians valued 
their environment to the extent that they were willing to pay higher taxes 
and lose jobs in order to protect it. More recent polls show that this 
commitment is continuing to grow. Similar polls in the United States also 
snow strong positive attitudes toward the environment and environmental 
matters. 


In examining that portion of Canadian trade that is not now free 
from trade barriers and therefore the subject of bilateral negotiation, it 
will be necessary to examine the environmental implications just as 
systematically as the economic ones. The continental nature of both the 
economy and the environment could be strengthened under freer trade, but it 
would require holistic systems analyses to determine the benefits and the 
costs in both cases. In such analyses, the fundamental difference in 
resource ownership between, for example, Canada and the United States must 
be recognized. In Canada, ownership and stewardship rest primarily with 
the Crown (either federally or provincially), while in the USA they rest 
primarily with the private sector. This generates marked differences in 
how tenure, stewardship, investment, and renewal are handled under the two 
systems. 


4. VALUE SYSTEMS 


It is a characteristic of countries that they develop national 
value systems - "ways of doing things." For example, Canada has developed 
a political philosophy which emphasizes the maintenance of "peace, order 
and good government" as a key component of the national culture. In the 
same fashion countries also develop national approaches to stewardship of 
environmental quality. These differing approaches have been noted through 
the work of international organizations. Countries with economies based on 
secondary industry tend to approach environmental quality issues from the 
perspective of pollution control and other means of minimizing impact on 
the environment. Conversely, countries with resource-based economies tend 
to be oriented more towards the long-term sustainability of the resource 
base. 


However these differences may be defined, it is vital that both bilateral 
and multilateral trade negotiators recognize the impact of national value 
systems on the matters of negotiation. To do otherwise would be at the 
risk of ignoring differences in perception and understanding of key issues. 
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For example, approximately 90% of the forest land in Canada belongs to the 
Crown, and payment of the costs of reforestation on Crown land is a normal 
government practice. Viewing that practice from a different perspective -- 
from a somewhat different set of values -- another country might insist 
that it is a subsidy to industry, and therefore a non-tariff barrier which 
should be removed, i.e. stopped. 


5, — PRINGIPLES 


CEAC's preliminary discussions were wide-ranging, but concluded 
that there were certain principles relating to the environment which should 
remain inviolate and provide the matrix within which the environmental 
aspects of the Canadian negotiating position should be built. The 
environmental aspect of the negotiations may not be difficult, because we 
believe that the environmental interests and principles addressed are 
shared by many Americans as well as members of the GATT signatory nations. 


at Canada's ability to manage renewable and non-renewable resource 
use, and in doing so to protect the environment with management 
strategies including regulations and incentives, must not be 
compromised and should if possible be enhanced through negotiation. 


oy Canada's ability to control pollution and waste disposal through 
Similar strategies must not be compromised, and should if possible 
be enhanced through negotiation. 


bs3 Canada's ability to protect natural ecosystems, including 
components such as habitats, wilderness, and endangered species, 
must not be compromised and should, if possible, be enhanced 
through negotiation. 


The negotiators representing all parties in both the bilateral and 
multilateral negotiations must recognize that Canadians as a whole are 
committed to maintaining and enhancing environmental quality. This 
national characteristic should not be confused with opposition to the 
concept of freer trade; rather it should be seen as affirmation of a 
nationally held value. 


The above principles are not unique to the Canadian experience. 
Their implementation in the context of either bilateral or multilateral 
trade negotiations should be beneficial to any environment to which they 
are applied. Their adoption by other countries would certainly be in 
Canada's interest as both a signatory to the World Conservation Strategy 
and an international proponent of sensible and sustainable development. 
Canadians know well that good stewardship of the environment must accompany 
and is entirely compatible with the enhancement of efficiency, 
productivity, and economic return. 


6. POTENTIAL EFFECTS 
Six major direct effects of freer trade on _ environmental 


protection and resource management in Canada have been identified. The 
three principles stated above are applicable to each of the effects, either 
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singly or in combination. Each effect is illustrated for clarification 
with one or more examples. None of the potential changes are inevitable 


and all 


are controllable. (It should be noted that a number of other 


effects were identified, but in this preliminary assessment, the six cited 
below were considered to be the most important. ) 


6.1 
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Non-Tariff Barriers: Environmental Regulation and Enforcement; 
Subsidies and Tax Incentives. 


Canada's freedom to impose environmental regulations, and to use 
subsidies and tax incentives to pursue the social goals of a clean 
environment and sound resource management, must not be restricted 
by any freer trade agreement. Mechanisms designed to prevent the 
building of non-tariff barriers to trade must not inhibit Canadian 
efforts to pursue those goals. An example of the type of 
initiative that must not be compromised would be tax incentives 
that encourage Canadian industries to achieve higher environmental 
standards than those previously required, such as zero release of 


persistent pollutants. Other important examples include: a 
strategy of switching from high sulphur A | Oo low. 


sulphur Alberta or western Colorado coal to prevent acid 
emissions; government initiatives in support of reforestation; 
management of fish stocks for sustainable yield; and the use of 


Crown corporations for hazardous waste management. 


Uniform Standards, Testing and Approvals 


A freer trade agreement could provide an opportunity to establish 
uniform standards for environmental protection in the USA and 
Canada, and eventually, perhaps via multilateral negotiations, 
global standards. It would be necessary to introduce, at the same 
time, uniform testing and approval methods. Decision-making would 
become more complex and some autonomy might have to sacrificed. 
This uniformity would have to include all 62 federal, state and 
provincial governments, and jocal governments where applicable. 
For example, a common list of "priority pollutants" should be 
developed, along with rational strategies of measurement and 
control that recognized the differences imposed by the spectrum of 
environments from north to south and east to west. Uniformity 
would produce changes which could go either way. For example, 
Canada's standards for control of acid rain are higher, while 
those controlling lead in gasoline are more stringent in the USA. 
If, as a result of freer trade negotiations, the higher standards 
were adopted in both countries, there would be a_ significant 
mutual benefit. By utilizing a strategy of sharing the highest 
environmental standards where applicable, negotiators in both 
bilateral and multilateral negotiations could ensure increased 
environmental benefits, and with them the added potential of more 
jobs as a result of an environmentally induced economic multiplier 
effect. 
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6.4 
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6.6 


Pressures to Reduce Costs 


In the absence of uniform standards and equitable enforcement, 
there could be pressure from Canadian firms, or firms wishing to 
locate in Canada, to reduce the short-term costs of production in 
Canada by reducing expenditures for pollution control and for 
sound long-term resource management. Canadian federal and 
provincial governments must be prepared and able to resist such 
efforts. Otherwise Canada could become a haven for polluters or 
for poor environmental managers, with the potential for hazards 
and disasters to Canadians and to the Canadian environment that 
this implies. 


In line with our global responsibilities, and as dependents of the 
global environment, we should also do everything within our power 
to discourage development of pollution havens and other damaging 
environmental practices in other countries, including our major 
trading partners. 


Foreclosure of Options to Sustain Renewable Resources in Perpetuity 


Should a freer trade agreement achieved either bilaterally or 
multilaterally require Canada to totally adopt another nation's 
(or free market group of nations') environmental legislative and 
management approach, we may foreclose some very important indige- 
nous responses to the most serious resource and environmental 
management problems we face. Innovative policies, tuned to the 
needs of individual nations, are necessary to change motherhood 
Statements about water, soil, and habitat conservation into 
economically reasonable practices. What is needed are public 
accounting systems for the long-term benefits to be derived from 
sound renewable resource management and environmental protection; 
7.e@. mechanisms for the pursuit of socially and environmentally 
desirable long-term goals. Examples would include job support and 
creation as a result of environmental stewardship, water pricing 
and the introduction of effective economic mechanisms to encourage 
soil and habitat conservation. 


Corporate Citizenship 


Canada must retain the ability to encourage good corporate 
citizenship and to constrain inappropriate corporate behaviour 
which might adversely affect the environment and resource use. In 
response to a freer trade agreement, corporations might change the 
venue or process(es) of decision-making in such a way as to 
effectively reduce Canadian direct and indirect control. Changes 
could also affect Canadian boards of directors, the location of 
shareholders meetings, and the influence of local markets and 
voters. 


Water Export 


Water export should not be included in any trade negotiations 
without first developing a National Water Policy (NWP), and 
without a relatively complete understanding’ of economic 
feasibility, biophysical and social impacts, and public opinion. 


7. OTHER CONSIDERATIONS 


As previously noted, Council's preliminary discussions were of a 
very wide-ranging nature. Council recognized that there might be other 
direct effects on environmental quality as a result of international trade 
agreements, and that there could also be indirect effects. The latter 
could develop through social and cultural changes brought about by freer 
trade. The environment is inextricably linked not only with the economy, 
but also with the social and cultural fabric of the country, and to what 
may be described as "national and regional identities". Many of the 
concerns in this area relate to intangibles which are difficult to 
identify, much less to measure. They are, however, as noted by the 
Macdonald Commission (see page 1) "legitimate and important”. 


Council could not explore the full range of possible indirect 
effects in its preliminary discussion, but did note a few specific examples 
of changes which could result in either benefits or disbenefits, including: 


- pressures to change the legal system because of differences in 
legal systems and practices relating to the environment such as 
intervener status in the courts, ciass actions, etc.; and 


- erosion of Canadian environmental design capability through 
import of concepts and technologies which have short-term cost 
advantages but are not suited in the long-term to Canadian 
conditions. 


8. FOLLOW-UP ACTION 


A number of follow-up activities were identified. One or more 
could be undertaken, or  =involve’ participation, by the Canadian 
Environmental Advisory Council. They may be considered as options, but in 
view of the range of environmental implications, they may also be 
considered an initial list of necessary actions, with others to be 
identified through further study. The sequence does not reflect timing or 
priority. 


Ona There is an obligation for public consultation, input and 
education on the environmental implications of freer trade 
negotiations, on which action should be taken. 


8.2 There are no readily available comparative data_on environmental] 
lations in and the » and on 


the levels of implementation and enforcement in the two 
countries. A study is required to provide an appreciation of 
Standards and regulations at the federal and provincial/state 
levels (and local government levels if necessary) to identify any 
additional cost factors which may affect competitiveness of 
industry, or may contribute to the development of pollution 
havens. There is a need for comparative data on other 
environmental management programs, including environmental impact 


assessment. In all such studies the intent should be to identify 
and adopt the most effective legislation. 


B.0 


8.4 


8.5 


8.6 
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As multilateral negotiations develop there may be a need for 
Similar comparative studies to document environmental standards 
and regulations in the GATT signatory nations. 


We should benefit from the experience of others in relation to the 
environmental implications of freer trade by reviewing the 
experience in other relevant areas, such as the European Economic 
Community and NATO. 


An expanded set of environmental principles, which could be 
accepted and used as a guide by the negotiating teams during both 
bilateral and multilateral negotiations, should be prepared. (It 
might be drawn from the Stockholm Declaration, the World 
Conservation Strategy, and other relevant documents. ) 


To ensure that Canada's essential environmental concerns are 
protected, the Canadian negotiating team should be provided with a 
list of environmental non-negotiables. 


In view of the major role played by provincial governments in 
renewable resource/environmental management, and the commitment to 
provincial consultation, consideration should be given’ to 
discussion of the environmental implications of freer trade by the 
Canadian Council of Resource and Environment Ministers. 


As a further step in federal-provincial consultation, CEAC will 
propose discussion of this topic at the 1986 Assembly of 
Environment Councils of Canada. 
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